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Notes from the C editor 


A fellowship of mutual endeavor has truly developed among 
us in the past three years. This atmosphere is especially preva- 
lent at the Annual Meeting, when those in attendance are avail- 
ing themselves of the unusual opportunity to discuss issues of 
common interest, to contribute ideas, and to gain knowledge. We 
hope that every delegate will go away feeling not only that he 
is richer for the experience but also with the knowledge that he 
himself has contributed in some way to someone else’s enrichment. 

Now that the Third Annual Meeting is history we have al- 
ready embarked on plans for the Fourth Annual Meeting in 1960 
which will be held in Houston, Texas. Bearing out the principle 
of mutual endeavor we are interested in your participation. Earl 
K. Clark, Chairman of the Technical Program for the 1960 meet- 
ing invites your assistance. How about responding to this ad! 


SPEAKERS WANTED to write and pre- 
sent interesting and informative papers on 
the subjects of Cost Estimating, Profitabil- 
ity or Cost Control. No experience required. 
What is needed are new ideas, new ap- 
proaches and new experiences. Contact Earl 
K. Clark, Dow Chemical Co., Freeport, 
Texas. 


Our membership continues to grow and is acquiring an inter- 
national representation as publicity about the AACE reaches 
other countries, in addition to the United States and Canada. 
Joseph S. Bleakie, Membership Committee Chairman, has or- 
ganized a membership campaign which will be spearheaded 
through the regional sections. However, since many of you do 
not live in an area that is presently being served by a regional 
section — we need your help in spreading the word. Enclosed 
with this issue of the Bulletin is the AACE information pamphlet. 
Why not see that it gets into the hands of someone who is 
qualified for membership in our Association. If your boss is not 
a member, give the pamphlet to him. The AACE’s objectives 
parallel those that have always concerned management. This is 
an opportunity for someone in your company’s hierarchy to par- 
ticipate and benefit from our activities. 

Doubling the membership of the AACE by the first of the 
year is the goal. Personal contact is the most effective method 
of building membership. Can we count on you to add at least 
one member by January 1? I will be happy to send applications 
to anyone you recommend. 

Thanks to your fine cooperation a Directory listing all the 
active members will be off the press soon. All members will 
receive a copy. 

On the eve of the fourth issue of the Bulletin we were notified 
that our publication had been selected for inclusion in the Engi- 
neering Index, a service of the Engineering Societies Library. 

Copy deadline for the next issue of the Bulletin is November 5. 
Get those news items and letters in the mail to us. 
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Highlights ot the Third Annual Meeting 


Banquet Address 


General George W. Mundy, 
USAF, Commandant, Industrial 
College of the Armed Forces, gave a 
stirring banquet address on the topic, 
‘National Security,” in which he 
traced and compared our present 
order of civilization to the various 
orders that have developed and de- 
clined since the Greek City State. 
He stated that “To deter war, we 
must be strong militarily.” General 
Mundy pointed out that military 
strength is extremely expensive to- 
day and is therefore dependent on a 
strong economy. He cautioned that 
we are facing a serious threat in a 
revolutionary era but that there is 
no cause for alarm “if we will but 
use our strength, both moral and 
capital, properly.” 


Award of Merit 


James B. Weaver, II, was the re- 
cipient of the 1959 AACE Award of 
Merit. Weaver was awarded this 
honor for his outstanding work in 
preparing an annual bibliography of 
cost engineering articles, books and 
other publications. A chemical en- 
gineer with bachelor’s and master’s 
degrees from Massachusetts Institute 
of Technology, Weaver was recently 
named Director of Development Ap- 
praisal for Atlas Powder Company, 
Wilmington, Delaware, where he 
had served previously as Manager 
of Economic Evaluation. In addition 
to being a Founding Member of the 
AACE, he has served as chairman or 
member of several AACE commit- 
tees. 


Life Members 


The honor of Life Member of the 
AACE was bestowed for the first 
time on Dr. O. T. Zimmerman, 
Chairman, Department of Chemical 
Engineering, University of New 
Hampshire; Norman G. Bach, Super- 
visor of Engineering Services, Mon- 
santo Chemical Company; and Dr. 
Irvin Lavine, Secretary-Treasurer, 
Industrial Research Service, Inc. 
These three men were instrumental 
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in and responsible for the founding and Director respectively. They have 
of the AACE and have served as also held committee chairmanships 


Honorary First President, President, (Continued on Page 65) 





AACE Election Results 


Four hundred and thirty-three ballots were cast in this close race. Those 
elected will take office on January 1, 1960. 


President: BERNARD J. GAFFNEY ........................ 176* 
MSGR Os) MIMI. Soo oo ooo sass tae lcccctosacee oe, 156 
TR GR a ee ot Cae 101 
Vice President: py ts oS et eee TA Rte Rees" 247* 
"Wepre: 3. FOr co conse chciecacccaceoscceihcsesiec. 181 
Secretary: Egon F. Brummerstedt ....................::.s00000 201 
"TRO C, PROPIA ones. cncescccecssssescese. 297* 
Treasurer: ee ay |, a nee 324* 
DI EE 5 icisec ens diresssedacdtdnicteelemeconons 109 
Directors: SOS SS, BE ARI ooo cscs seceesccoss 239* 
NIGMINE CT. IRIN ge in ohn eo. 181 
DAEs . YS on occ bach sccesticscsvione 313* 
Peowward OO; WARCRY io oiicesscccoveccalevtsceennscs 124 





* Elected 








Some of the photogenic Cost Engineers take time out from their technical 
sessions during the 3rd Annual Meeting at the Carnegie Institute of Tech- 
nology in Pittsburgh, Pennsylvania. 
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C. Arthur Miller 


Canadian Industries Limited 
President of AACE 


I have received a number of com- 
pliments during the past three days, 
but the best one of all is the fact that 
so many people have remained for 
this last item on the program. 

Me sured by the reactions and 
comments of those attending, our 
1959 meeting chalks up another suc- 
cessful conference in our Associa- 
tion’s history with each one having 
an excellent program conducted on 
a highly professional plane. A Presi- 
dent has to keep his ear to the ground 
to try to pick up correct impressions. 
One reaction is that we have two 
groups of people present: those in- 
terested in profitability and those in 
capital cost estimating and construc- 
tion work. Thus concurrent sessions 
could go on in these two areas with- 
out conflict. There are also some 
persons who are not interested in the 
Business Meeting. It might be ad- 
visable in the future to have some- 
thing else concurrent with the Busi- 
ness Meeting. 

At this stage of our growth good 
down-to-earth papers touching on 
everyday common problems seem to 
be the most popular. Those presented 
on cost control were particularly 
good. Those containing cost data 
seem to be desirable. 

Our banquet was a success and an 
excellent means of becoming better 
acquainted on the first day of the 
meeting. The spirit injected into the 
1961 annual meeting invitations re- 
flects the fine spirit and enthusiasm 
that has developed in the Association 
and added colour to the banquet. 
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Report trom the President 


Summation of Third Annual Meeting 


of American Association of Cost Engineers, 


June 26, 1959, Pittsburgh, Pennsylvania. 


Further thought brings to mind the 
value of participation. This is very 
important at this type of meeting, 
and I am thinking not only of par- 
ticipation in the program but also in 
the workshops, committee meetings, 
and discussions around the meal 
tables. The value obtained from such 
participation may be equal to or 
greater than that derived from the 
formal program. 

There has no doubt been some 
disappointment; and, if so, we should 
remember that we are a young or- 
ganization and must never get so 
concerned with details that we can- 
not see things objectively. 

Probably a great many of you will 
return to your work and will write 
up reports on this meeting. I would 
be grateful if the people who do so 
would make an extra copy and send 
it to me. Your constructive comments 
will be beneficial in helping the As- 
sociation plan for future meetings. 

And now as our Annual Meeting 
draws to a close, it is time for re- 
flection, a time for introspection. 


Committees Functioning 


Our service committees are now all 
organized and functioning well. 

Our technical committees are 
stronger and are making progress. 
The scope of their work continues to 
grow and studies of some areas of 
interest have yet to be undertaken. 
There is still the difficulty of slow 
communications owing to geographic 
distances. In order to coordinate all 
the work in the most effective way. 
the organizational setup of the tech- 
nical committees is being modified 
somewhat in keeping with the prin- 
ciples recommended in last year’s 


Planning Committee Report. (see 
minutes of Business Meeting) 


Regional Sections 


The regional sections are being 
asked to contribute to technical com- 
mittee work by organizing task forces 
to take on specific assignments under 
the sponsorship of the central com- 
mittees. 

We are happy to report the form- 
ation of the New England Regional 
Section at Boston. This brings the 
total to eight, and there is evidence 
of additional regional sections devel- 
oping in Cincinnati, Los Angeles, 
Miami, Kansas City, Montreal and 
St. Paul. In addition to increasing in 
number. their activities are expand- 
ing; they are organizing regional 
annual meetings and _ presenting 
good papers. 


Membership Growing 


General interest in the Associa- 
tion continues to increase, and the 
membership is now close to 700. The 
informational pamphlet has been re- 
vised end reprinted; it is available 
for publicity and membership pur- 
poses. 

And so our three-year-old infant 
is healthy and beginning to grow. 

But to increase in stature and 
wisdom a three-year-old infant needs 
guidance. This is a period when the 
child is beset by many problems. As 
our Association grows we must take 
pains to see that the organizational 
setup and administration grow ac- 
cordingly. We must avoid the 
dangers of getting bogged down, of 
poor communications, of going off on 
the wrong tack. Problems of this 
nature are bound to beset us, and we 
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must handle all of them effectively, 
always looking ahead, planning for 
growth and never losing sight of the 
fact that our main objective is to ad- 
vance cost engineering. 

We must recognize that status quo 
never produced progress. Similarly, 
progress is slow if we insist on re- 
inventing the wheel year after year. 

Our new Constitution is a step for- 
ward. It is a result of a great deal of 
study and effort on the part of the 
Board. and particularly of Dr. Zim- 
merman (and Norman Bach before 
him). Our decision to widen our field 
of interest by eliminating the words 
Process Industries is a most import- 
ant and far-reaching one. Years from 
now we will look back and recognize 
that this decision was a major mile- 
stone in our history. This decision 
will bring in many contractors and 
many fields of interest, especially 
in civil engineering work. We must 
act with wisdom in facing and plan- 
ning for the many problems that this 
will create. 

As our own reputation and stature 
increases, we might look forward to 
a day when many companies will be 
willing to subscribe to our technical 
objectives by delegating personnel 
to specific assignments. 


Bulletin 


Our enthusiastic Executive Secre- 
tary is doing an excellent job in turn- 
ing out the Bulletin, and the Asso- 
ciation can be proud of the high 
caliber of the early issues of this 
new publication. 

Publication of the Bulletin on 4 
regular basis and the addition of a 
technical editor to our staff will help 
maintain this standard and increase 
the coverage of technical papers. 
Every effort is being made to print 
and make available to the member- 
ship all technical papers worthy of 
publication. Close to 100% coverage 
is expected for the current annual 
meeting. However, it is felt that the 
time is not yet ripe for the AACE 
to reserve exclusive rights to its tech- 
nical papers. In the meantime, the 
granting of publication rights to 
others will provide the maximum 
benefit to our members and to the 
profession. In many cases where this 
is done, reprints are being obtained 
for the membership. 
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We should always have a Planning 
Committee, detached from all other 
committees, whose function is to 
look at all activities objectively; a 
committee that can appraise good 
work that is being done, which can 
assess efficiency and can offer ccn- 
structive criticism in areas where im- 
provement is needed. 

A Stoic philosopher once said, “No 
great thing is created suddenly, any 
more than a bunch of grapes or a 
fig. If you tell me you desire a fig, 
I answer that you must have time. 
Let it first blossom, then bear fruit, 
then ripen.” 

This process of blossoming, of 
bearing fruit and ripening is only 
possible by hard work and ideas. All 
progress is a succession of ideas put 
into effect by men of faith, by men 
with a purpose. This is the reason 
why we are here today. This is the 
key to our future. 

The weakness or strength of an 
organization has often been com- 
pared to whether or not it had a 
“cause” and how firmly the cause 
was implanted in the hearts of its 
advocates. 

Gentlemen! Of all the organiza- 
tions I have ever been in, I know of 
none in which the members were 
more enthusiastic about the “cause” 
they are expounding than those in 
the AACE. Fellows like Norm Bach, 
Zimmerman and Lavine, John Hack- 
ney. Cecil Chilton, Bill Clark. Earl 
Clark, Barney Gaffney, Wes Dodge, 
Egon Brummerstedt, Allan Stern, 
Bill Hand. Charlie Hirt, Bill Hegerty, 
Harold DeLamater, Jim Black, Jim 
Caufield and many, many others. 


Enthusiasm 


It’s the enthusiasm and faith of 
fellows like these that has made the 
AACE what it is today. Such enthu- 
siasm and faith and firmness of pur- 
pose are the keys to our future. With- 
out them we cannot flourish. 

This enthusiasm is at a peak when 
we are here at the annual meeting. 
The test will come after we have sep- 
arated and are thousands of miles 
apart. By this time tomorrow many 
of us will be scattered from coast to 
coast. Some will even be in Texas. 
But in spite of distance, in spite of 
difficulty in communications, in spite 
of disappointments and discourage- 


ment, we must keep that enthusiasm 
burning. 

There’s a story about another or- 
ganization where one of its members 
had been slipping badly and had 
neglected to attend meetings reg- 
ularly. The membership chairman 
was somewhat discouraged and 
finally decided to call on him pri- 
vately. When he arrived, an open 
fire was blezing away in the hearth, 
so he sat down in front of the fire 
with his friend. For a moment or 
two the membership chairman was 
somewhat at a loss as to how to 
start, so the two of them sat in silence 
watching the flames lick up from the 
fire. Finally the membership chair- 
man picked up the tongs. lifted a 
glowing coal out of the fire and laid 
it on the hearth by itself. As they 
watched in silence, the glowing coal 
went dim and died out. 





Highlights of Third 
Annual Meeting 


(Continued from page 63) 


and other responsibilities which have 
directly contributed to the growth of 
the AACE. 

Presented at the banquet was the 
approved design for the AACE Mem- 
bership Certificate, which is cur- 
rently being reproduced and will be 
sent to all active members. The very 
attractive scroll is one that every 
AACE member will be proud to dis- 
play. 

This was the first time that work- 
shop sessions were an integral part 
of an AACE Annual Meeting. How- 
ever, their success will assure the 
continuation of this type of prograin. 
Sharing of diverse notions and varied 
kinds of information and experience 
contributed to their success. The 
pooling of ideas and exchange of 
thoughts was an enriching experience 
for the participants. 





AACE INSIGNIA 


A new supply of AACE Jewelry has ar- 
rived. Order your distinctive sterling silver 
tie-clasp and lapel button now. Price is 
$2.30 for lapel button and $3.80 for tie-clasp 
featuring the AACE emblem. 


Send your order and check to: 


EXECUTIVE SECRETARY 
American Association of Cost Engineers 
Durham, New Hampshire 
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Communications in Cost Engineering 
C. H. Chilton, Chemical Engineering, New York, New York 


HE LATEST Rodgers and Hammerstein musical hit, 

“Flower Drum Song,” now playing on Broadway, 

contains a little ditty whose lyrics set the theme 
for my contribution to this panel on education for cost 
engineering: 


“W hat are we going to do about the other generation? 

How can we ever communicate without communi- 

cation?” 

Communication is the lifeblood of modern civiliza- 
tion. I have two stories, both about airplanes, that 
help drive home that point. 

The other day, at Greater Pittsburgh Airport, the 
control tower operator heard an unexpected signal: 
(Shout) “TWA Flight 221 to tower; TWA Flight 221 
to tower.” Grabbing a “mike” the operator answered: 
“Tower to 221. Come in, 221.” (Shout) “TWA 221 
requests permission to join your landing pattern. Over.” 
“Permission granted. But tell me, 221, why are you 
shouting?” (Shout) “I’ve got to; my radio’s dead.” 

This story might be amusing, and of course it’s imag- 
inary. But the second story is true, and it isn’t funny. 

I’m sure you all read recently about the Navy patrol 
plane that was attacked over the Sea of Japan by two 
communist Migs. Most accounts of this event played 
up the fact that our plane’s forward guns were out of 
commission because of missing parts. But the story in 
our local paper mentioned briefly another aspect of 
this regrettable incident which to me was more signifi- 
cant. 

“Lt. Cmdr. Mayer, the pilot of the plane, gave the 
order to return fire. But a broken intercom system kept 
the order from reaching tail-gunner Eugene Corder. By 
the time the order was relayed, Corder had been badly 
wounded and his guns remained silent.” 

I said a few moments ago that communication is the 
lifeblood of civilization. I stole that idea from another 
author, who said: “This is truly a swift, con:plicated 
and dangerous age. Fast, accurate communication is 
its lifeblood.” That author, Rear Adm. Rawson Bennett, 
is chief of research for the same Navy whose commu- 
nications failure aboard an airplane could conceivably 
have triggered the demise of our civilization. 


Information Transfer 

Engineers are prone to underrate the importance of 
communications. When something goes wrong, they 
often shrug it off and shift the blame: “My calculations 
were right; those dopes in the plant just didn’t under- 
stand them.” An unnoticed typographical error can 
even lead to failure of the process or equipment. (We 
in the publishing business are acutely aware of this 
hazard. ) 

Just what do we mean by “communication?” It is 
the transfer of an idea from one person’s mind to an- 
other person’s mind. But this is not all; the person re- 
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ceiving the idea must understand it in order to complete 
the process. 

Communication can take many different forms. We 
can communicate silently with a look or a touch. We can 
express an idea in music, or even in unmusical noise. 
As engineers, however, we are concerned primarily 
with spoken and written communications, using both 
words and symbols. 

There are certain essential elements in a communica- 
tion process. We must have the system: transmitter . . . 
medium . receiver. We must have ideas or in- 
formation to communicate. And we must have a suit- 
able form of language, with its vocabulary and syntax. 

As a chemical engineer, accustomed to dealing with 
problems in transfer rates, I look upon communication 
as a rate process of information transfer. When rate 
of information transfer is zero, there is no communica- 
tion. We can even set up a rate equation for infor- 
mation transfer: 

Q=AT/R 
where Q is rate of information transfer. 

Thought potential, A 7, is the driving force in com. 
munication. It is a function of how new or important 
the idea being transferred is. R is over-all resistance to 
flow between transmitter and receiver. Like its counter- 
part in heat and mass transfer, it represents several 
individual resistances. One resistance, which may be 
the controlling one for many engineers, is the problem 
of converting the idea into language. On the other hand, 
the teacher, editor, public speaker or salesman is usually 
more concerned with resistance of the transfer 
medium—the mental attitude of the listener or reader. 

Education in cost engineering, as in any other sub- 
ject area, is largely a process of communication. Ex- 
perience may be the best teacher, but if our knowledge 
were limited only to that which we ourselves have 
experienced, we would grow up to be ignorant indeed. 
True education, then, is the assimilation by one in- 
dividual of the cumulative experience of many other 
persons. 

In the usual classroom situation, we have the problem 
expressed in the lines from “Flower Drum Song;” the 
teacher is trying to impart knowledge to “the other 
generation” in the basic transmitter-receiver relation- 
ship. Control engineers, I’m sure, will also recognize 
the teacher’s use of feedback in this communication 
process. 


How to Cut the Resistance 


Since my experience as either teacher or student 
in a cost engineering course is severely limited, I won’t 
attempt to comment on the pedagogics of cost engi- 
neering. I would urge that college-level training empha- 
size fundamental principles and de-emphasize specific 
practices and techniques. 


(Continued on page 77) 
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How Industry Views Educational Requirements 


D. I. Meikle, Meissner Engineers, Inc., Chicago, Illinois 


NDUSTRIAL EMPLOYERS today review the resumes of 
each engineer’s basic educational and experience 
background, expecting to find that the applicant is 

25 years old and has 20 years of progressive technical 
experience. This means that employers seek men with 
a broad knowledge of all technical and nontechnical 
subjects, management perspective, ability to communi- 
cate and qualities of leadership. 


Today’s society, patterned by today’s industrial 
trends, is a society that produces products through 
collective effort. No longer can anyone use the pro- 
noun “I;” the pronoun “we” must be used because no 
one individual in today’s society produces a product. 
This is true whether the product be design drawings, 
raw materials, construction programs or manufactured 
items. Every product is produced through team effort. 


Every team must be controlled . . . be managed. . . 
be directed. This control requires that, in order to pro- 
duce a profitable product, one member of the team 
must be capable of: leadership; responsibility; applying 
techniques of production; and scientifically arranging 
the most economical use of manpower, materials, tools 
and equipment. 


Many universities now classify undergraduate cur- 
ricula covering these areas as requirements for “manage- 
ment engineering.” This is basically what industry 
needs. Courses provide three years of engineering study 
common to all fields of engineering. Then two years are 
spent in accelerated courses in economics, cost account- 
ing, cost engineering. estimating, business law, labor 
union negotiations, business administration and man- 
agement forums. 


This technical foundation of management engi- 
neering exposes the student to the needs of today’s in- 
dustry and permits an expression of his aptitude for 
cost control on expansion programs; controlling cost 
of product; making decisions; communicating with all 
other divisions or departments, as well as outsiders; 
and managing all or part of any given business. Cost 
engineers have more of these capabilities in their edu- 
cational and experience background than other en- 
gineers because their primary training is the ability 
to control. 


What the Profession Requires 

“Cost” is the end result of all degrees of control. Costs 
from financial or accounting records are furnished in 
after-the-fact reports. Knowledge of costs after the fact 
is too late to effect remedies for over-expenditures. 


The cost engineer arrives at his “cost” from commit- 
ments made during preliminary investigations—prior to 
purchase or delivery. Costs on this basis can be reviewed 
and sometimes corrected before the expenditures are 
made. Often there is no remedy for over-expenditure. 


September, 1959—AACE BULLETIN 


Management can be so advised and thereby approve 
the over-expenditure or cancel the project if it is no 
longer profitable. 


The cost engineer must continually pursue all rela- 
tive subjects with a curiosity and thirst for a broader 
knowledge. He must keep abreast of techniques through 
trade journals and societies, accept responsibility for 
accuracy and recognize the timeliness of his work. 
Finally, he must demand recognition of his team’s 
effort. 


In the past, the engineer’s insistence for employment 
security has clouded his educational and experience 
preparation for a management role in today’s industry. 
His reasons for wanting security are real and include 
family requirements, spiraling living and educational 
costs and keeping up with neighbors and co-workers. 


Engineers in the past, and unfortunately some today, 
have been job shopping for wages—not for opportuni- 
ties to learn or advance in the future. They have been 
more interested in the insurance program, vacation pay, 
bonus arrangement, retirement benefits, size of desk or 
office, starting and quitting times and coffee breaks. 
They never know exactly what it is that their potential 
employer wants and expects of them. 


If, through education, this reaching for security can 
be replaced by personal confidence in his own ability, 
the engineer’s lot in life and his usefulness to his em- 
ployer will be far more rewarding than what all the 
securities and conditions can produce. 


Personal confidence helps make decisions and drive 
them through to conclusion. This produces the man- 
agement timber that industry woefully lacks and des- 
perately seeks today. People who make decisions, of 
course, occasionally make errors. Errors occasionally 
cost jobs. Therefore, those who desire security do not 
“go out on a limb” and make decisions. They are con- 
tent to follow the leader, or let the other fellow do it, 
without exercising their own ideas or abilities. If an 
error is made, the buck is passed to top-management— 
hence, the ulcer factory of management. 


Education Can Help 


A summary of industry’s needs today should include 
these recommended additional courses for any engi- 
neering degree: 


1. Cost engineering courses: job procedures, systems 
and definitions; capital cost estimates and their basic 


concepts; operating costs and tax applications; eco- 
nomics. 


2. Management courses: general political science; 
business law; union issues and structures; personnel 
handling. 


(Continued on page 77) 








A Course in Chemical Engineering Economics 


John Happel, New York University, New York, New York 


ERE’S HOW chemical engineering economics is being 
presented at New York University. First, we'll 
discuss reasons or motivations for giving such a 

course; second, the methods and techniques employed in 
its presentation and finally, a general description of 
the contents. This subject is taught differently at many 
other institutions. Some schools, in fact, have no courses 
in engineering economics. The material presented at 
NYU and the method of presenting it have changed 
constantly during the past few years. Some attempts 
have been made purposely to experiment with the 
material presented to arrive at the best teaching plan. 


The main motivation for teaching this course is to 
attempt to teach the student the “cash value of an idea,” 
to borrow a phrase of William James. Student training 
prior to the course includes classical economic theory, 
but no application of theory has been made in specific 
chemical engineering problems. 


The important truism is developed in the course that 
all scientific and engineering ideas, no matter how ele- 
gant, must culminate in a plant which operates at a 
profit. The implicit goal of chemical engineering is 
application of the laws of nature for the benefit of 
society. A corollary is that to be of real value to society, 
any idea must be economically as well as technically 
feasible. Whether the idea to be evaluated is at the 
test tube stage, or in one of the various stages of pilot 
plant development, any economic evaluation requires 
extrapolation to the final commercial operating plant. 
a cost estimate and a profitability statement for the 
plant. 


Moreover, means must be developed to discriminate 
between specific alternatives, each of which is associated 
with different risk, different potential life and different 
profitability. Naturally, the further you are from final 
design and operation, the more inaccurate such es- 
timates must be. This does not detract from their value 
nor obviate the need of applying such estimates at all 
stages in a chemical engineering development program. 
The course provides practical situations demanding 
quentitative as well as qualitative technical-economic 
analyses. These enable the students to assess relative 
attractiveness of a particular venture or any portion 
of it, and to make rational chemical engineering deci- 
sions. 


Presenting the Course 

The material presented at NYU forms a major part 
of the subject matter of the course in plant design given 
to seniors in chemical engineering. The study of eco- 
nomic balances is a natural extension of the subjects 
of heat and material balances, which are the necessary 
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prerequisites to development of a plant design project. 
Optional design variables which cannot be established 
by technical considerations are resolved by means of 
the criterion of design for maximum profitability. The 
student is thus immediately able to develop a feeling for 
the usefulness of the technical knowledge which he has 
gained, as well as for the limitation of computations 
that ignore the doller sign. 


In the plant design course, we integrate subject 
matter presented in concurrent and preceding courses. 
From such integration, the student develops a sense of 
values. It is necessary for him to decide, on the basis 
of relative importance in determining over-all profit- 
ability of a venture, to which items he should devote 
his major effort. He learns, for example. that spending 
several weeks on a plate-to-plate calculation of a distil- 
lation column is largely wasted if he does not know how 
to calculate the plate efficiency of such a column. or 
if the column is only a small part of an over-all plant 
design. He also learns that the over-designed plant is 
less capable of survival in a competitive market; hence 
the importance of proper economic design of the major 
process items. 


At the beginning of the plant design course, the class 
is divided into groups of two or three students. 
Each group selects an appropriate plant design problem, 
especially from processes for which descriptions have 
appeared in recent chemical engineering literature. 
Each group adapts the position that it is part of the 
development department of a large company that must 
calculate a preliminary plant design and study the eco- 
nomics of the project which it selects. 


The objective of such an assignment in practice 
might be that the company wishes to get into a new 
business involving the process, or wishes to see what 
one of its competitors might be able to do with a given 
process. or perhaps to see how a given method of pro- 
duction compares with a new scheme proposed by its 
research laboratories for accomplishing the same thing. 
The groups are told that a moderately experienced en- 
gineer could probably turn out, in a month or two of 
full-time effort, the sort of job which they will be ex- 
pected to do during the course of the academic year. 


Each week during the first term, there is a one-hour 
lecture on the subject of chemical process economics. 
The quantitative viewpoint is emphasized, though we 
realize that the broad subject of chemical engineering 
economics cannot be fitted into any rigid set of for- 
mulas. We hope to provide the student with a work- 
ing tool by means of which he can apply technical 
information to economic evaluations. 
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We feel that the engineer can use such quantitative 
training especially well. First, he has a background 
which includes mathematics—at least through the cal- 
culus—and second, when he applies his technical train- 
ing in practice, it is likely that the more qualitative 
aspects of economic evaluation can be furnished by 
others whose background is closer to more conventional 
m2nagement training. We believe that the school fur- 
nishes a good opportunity for rigorous training. There 
are many excellent books covering such subjects as 
administration, market research and plant location 
which can be studied after the student takes a job in 
industry. 


Content of the Course 


The material presented in the field of chemical 
process economics is divided roughly into three parts; 
namely, general principles, practical information and 
applications. 


The first five lectures cover the basic principles of 
the economic balance. “Economic balance.” as defined 
here, is meant to include broadly all calculations made 
to determine conditions for realizing maximum finan 
cial return from manufacturing operations. It is demon- 
strated that the same general principles apply whether 
we are interested in choice of alternatives for complete 
plants, in design of such plants so that components are 
economically proportioned, or in the technique of eco- 
nomical operation of such plants. 


General considerations that form the framework on 
which sound decisions must be made are simple, but 
they must be elaborated when sufficient information 
is available to justify such treatment. In our course, a 
general criterion based on the present worth concept 
has been developed for evaluation of economic attrac- 
tiveness of investment proposals. This yardstick, desig- 
nated as venture worth, in effect determines the pres- 
ent cash value of any new proposal as judged from the 
improvement it can effect in an existing business struc- 
ture. 


The general techniques discussed in the first five 
lectures form the basis for subsequent detailed treai- 
ment required for application. Methods are suggested 
for establishing the various items entering into the de- 
termination of profitability. Four lectures survey the 
methods and techniques used in cost estimation for 
equipment and other items, the development of cost 
data, and the establishment of suitable values for 
risk, return rate and investment recovery. A detailed 
study of cost estimation is kept to a minimum because 
we feel that the young engineer should develop the 
practice of referring to recent periodicals and current 
information available from equipment manufacturers 
in order to establish detailed, up-to-date cost informa- 
tion. Emphasis is mainly on methods for correlating 
such data and using cost indexes. 
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The last four lectures are devoted to application of 
the previous treatment to process problems. First, 
situations are considered involving over-all plant evalu- 
ation and economic balances which involve the entire 
process. This is followed by a more detailed examina- 
tion of specific problems in the economic design of indi- 
vidual components of process plants. By this time, the 
students will have prepared preliminary specification 
sheets and will be working on specific balance problems 
from important parts of their plant design. The material 
in these lectures shows how to attack problems involv- 
ing optimization of plant components. 


It is demonstrated that the unit operations approach 
always leaves some factors open as choices for the en- 
gineer to specify. The final choices are best made 
through use of the principles of economic balance by 
which the condition for realizing maximum financial 
return are established. Often such calculations covering 
various phases of chemical engineering processes may 
be made with considerable exactness. It is shown that 
many items (e.g., amount of heat to be extracted from 
a stream, thickness of insulation on a tower, optimum 
reflux ratio in a distillation column, recovery of 
materials from effluent streams, economic pipe velocities 
and optimum approach temperatures) must be justified 
to management by minimum attractive capital return. 
In other words, we emphasize that each unit must be 
designed so that it returns its investment at a rate com- 
patible with the rate at which the plant or the company 
as a whole produces income, and that the point of 
minimum cost for an individual design is not necessarily 
coincident with the point of maximum profit to the 
corporation. 


Along with the general presentation of principles in 
lectures, the students are asked to work out specific 
assignments. In addition, they must propose and de- 
velop in some detail at least one problem involving an 
economic balance applied to their own particular plant 
design problem. The final equipment schedules pre- 
pared by students employ these balances in such a 
fashion that the various portions of the plant are justi- 
fied economically. 


During the second term, the students intensively 
apply the material to the completion of final equip- 
ment schedules end the preparation of a complete cost 
estimate and economic analysis for their selected plant 
design problems. During this period, there is time for 
a number of lectures on special topics such as organiza- 
tion and management of business enterprises, trans- 
portation and traffic considerations, methods of eco- 
nomically locating plants, research and patents, legal 
problems, labor relations and such problems as the 
social and ethical implications of engineering as a pro- 
fession. Usually several hours are available for oral 
presentation of the better final reports. 
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W orkshops 
June 25, 1959 


While the full benefit of the workshops could be realized only by attending and participating there was 
so much interest on the part of persons that were unable to attend; that we are summarizing some of them here. 


Organization of an Estimating Department 
Workshop Leader: John W. Hackney, BEACO Limited 


The group which discussed the organization of an 
Estimating Department was divided almost equally 
between owners estimators (11), and contractors es- 
timators (9). Discussion was guided by an outline pre- 
pared in advance and intended to cover the essential 
features of Estimating Department organization, as fol- 
lows: 


1. Direct Functions 
A. Capital Cost Estimates 
B. Profitability Estimates 
C. Administration 
(1) Data collection, organization and ana‘- 
ysis 
(2) Computation 
(3) Stenographic service 
(4) Method improvement 
2. Related Functions 
A. Project Design 
(1) Design cost control 


(2) Engineering cost control 
(3) Design basis for estimating 


. Project Planning, Scheduling and Control 
. Construction Supervision 


sReon-” 


. Accounting 
(1) Project cost reports 
(2) Property records 
(3) Make-good reports 
E. Purchasing 
F. Operations 
G. Treasurer 
3. Patterns of Organization 
A. Place of estimating department(s) in the 


company 

B. Place of estimating in the engineering or- 
ganization 

C. Assignment of functions within the depart- 
ment 


D. Relationships with other departments 
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4. Departmental Methods and Procedures 
Forms 

Manuals 

Files 

. Checking 

Approvals 

Planning and Scheduling 


AAOOf > 


5. Personnel 
A. Sources 
B. Compensation 
C. Supervision 


The group completed discussion of the outline during 
the alloted two hours but obviously we could only skim 
over the surface in many places. Discussion was lively 
and intelligent, with every single member taking part. 
Some notes on the discussion follow: 

Capital cost estimating is the major function of the 
individuals taking part in the session. All of them pre- 
pare rough estimates and preliminary estimates. Four- 
teen out of the twenty prepare firm estimates. Only four 
are engaged in Manufacturing Cost and Return estimat- 
ing. 

As to administration, most of the groups represented 
handle their own data collection and computation. Most 
of them also develop or adapt their own estimating 
methods. 

All of the groups are to some degree involved in ac- 
counting activities. Specifically, eight of the nine con- 
tractors’ engineers prepare property records for cus- 
tomers, based on the customer’s own accounting 
record systems. 

Of the group thirteen do some preliminary design 
work themselves, rather than getting their designs 
entirely from a formal design group. 


Other functions performed are: 


1. Re-estimates, sometimes monthly during con- 
struction; fifteen out of the twenty do this kind 
of work. 


(Continued on page 73) 
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Cost Indexes 
Workshop Leader: Elsie Eaves, 


Engineering News-Record 


Members of this workshop focused their main in- 
terest, from the start of the session, on areas not now 
served by existing cost indexes, on where they thought 
indexes were needed. 

Foremost in need were indexes to measure per cent 
effectiveness of skilled labor, especially as it was used 
for installing equipment. There was some interest in 
more indexes to measure the price of the equipment 
itself, but the big need was to measure the cost of put- 
ting it in place. Such an index would be more useful 
if it could represent man hours rather than dollars. 

This opened up a lively discussion of how useful man 
hour cost indexes would be — possibly a way to solve 
the problem of comparing labor productivity. As a 
possible solution for the difficulty of developing such 
indexes, it was suggested that the AACE work with the 
Industrial Engineers to explore the possibilities of get- 
ting such measurements. 

Another area where existing indexes fall down is in 
correcting for competitive situations, fabricating shop 
loads or other conditions where special, temporary, 
black, grey or other unusual market situations develop. 
It was the general concensus that there is no practical 
method for correcting estimates or indexes on basis of 
supply and demand. 

One member wished that prices and indexes both 
were more readily available for the smaller sizes in 
piping, tanks, instruments and equipment of scale 
model dimensions as used so extensively these days in 
pilot plants and laboratories. 

Workshop members represented the full gamut of 
cost index uses, both for time and for area comparisons: 
factor adjustments for geographical areas, valuation and 
rate making, to explain why preliminary estimates 
are over or under, to update estimates and project, to 
operate contract price escalation. They were acquainted 
with existing indexes, experienced and sophisticated in 
their use. Some computed their own indexes in addition 
to using published series. Monthly frequency was OK 
for most, though a few wanted Weekly. They con- 
sidered cost indexes essential for forecasting but sub- 
ject to the usual forecasting hazards. They didn’t care 
what the base year was so long as it was known. 





Organization of an Estimating Department 
(Continued from page 72) 


2. Change of scope estimating; most of the group 
do this from time to time. 


3. Establishment of a code of accounts; ten out of 
the group have responsibility for this. 


4. Appraisal of value for bid comparisons, tax or 
insurance purposes, including the appraisal of 
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fire or storm damage for customers. Ten out of 
the group do this type of work. 


Seventeen of the members of the group have some 
degree of responsibility for controlling the cost of the 
project during its design phase. None however. have 
any control over the cost of the engineering itself. 

Nine out of the group (the contractors’ estimators) 
are involved in preparing proposals for customers. 

Another function is co-operating with the sales de- 
p%rtment in providing technical service to customers. 
This can take the form of cost engineering as well as 
design or product engineering. Five out of the group 
do this type of work. 

Another of the related functions is project planning. 
scheduling and control. Seven out of the group have 
responsibilities in this area. None, however, have re- 
sponsibility for construction supervision and none have 
responsibility for purchasing, although relationship with 
these two functions were stated to be very close and 
co-operative. Similarly, although none of the group is 
responsible for operations, they work closely with the 
people operating the units to get feed-back information 
on manufacturing costs and so forth. 


Three out of the group have a working relationship 
with the company treasurer in budgeting. Eight more 
have some responsibility in making up capital budgets. 
Seven of the group assist the treasurer and controller 
in identification of capital versus expense items. 


Up to this point in the discussion, affairs proceeded 
about as expected, with cost engineering functions de- 
pending to a great extent on the type of company for 
whom the work is done. 


When we began discussing patterns of organization, 
however. “the egg hit the fan.” For example, the 
title of the individual to whom the head of the cost 
group reports was in three instances the Director 
of Research, but otherwise hardly two were alike. 
Cost engineers report to Chief Engineers, Chief 
Engineers of divisions, Chief Planning Engineers, 
Group Chief Engineers, Managers of Staff Engineering, 
General Managers, Executive Vice-Presidents. Super- 
intendents of Construction, Staff Engineers and other 
assorted individuals. Practically no consistency of titling 
or organizational status was apparent. 


As to cost department methods and procedures, the 
situation in the various companies is considerably more 
consistent. Nineteen out of twenty have established 
forms on which their estimates are prepared and pre- 
sented. Ten out of the twenty have capital cost estimat- 
ing manuals prepared to fit their own needs. All of the 
groups, except one, maintain a central file of estimat- 
ing data in accordance with their own filing system. 
Only one of the groups represented is served bv a 
central method-and-data organization within the com- 
pany. 

As to estimate checking, fourteen provide a general 
check of the estimate by an individual other than the 


(Continued on page 75) 
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Minutes of Third Annual Business Meeting 


Thursday, June 25, 1959 
Carnegie Theater, Carnegie Institute of Technology 
Pittsburgh, Pennsylvania 


President C. Arthur Miller called the meeting to 
order at 9:10 a.m., and asked if there were any amend- 
ments or corrections to the minutes of last year’s meet- 
ing at Cleveland which were published in the Bulletin. 
No corrections were offered and they were declared 
adopted. 


President Miller then gave a report on the activities 
of the Board at the January meeting in New York and 
since. The minutes of the January meeting have been 
published in the Bulletin. In addition to the January 
meeting of the entire Board, supplement-ry meetings 
between two or more members of the Board, particularly 
in New York and Durham. N. H., have been held to 
implement the decisions of the January Board meeting. 
Out of these meetings came the appointment of a Tech- 
nical Editor for the Bulletin, William Schall. 

The board has decided to revamp the composition of 
the technical committees into the following: 


1. Capital Cost Estimating 

2 Capital Cost Control 

3. Operating Cost Estimating and Control 
4 Profitability 

5. Cost Indices 

In this new orientation, terminology will become an 
integral part of each committee. 

A New England Regional Section has been formed, 
and a number of others are in process of formation. 
It is intended that Regional Presidents become mem- 
bers of the Regional Activities Committee. 

Total membership has grown to approximately 700. 

The recent vote on amendments to the Constitution 
was reported as follows: 

321 ballots were cast 

288 voted to delete from the objectives the words 
“in or related to the process industries.” 

At least 316 votes were cast in favor of all other 
amendments. 


A formal Certificate of Membership has been devel- 
oped and will soon be distributed to all paid-up mem- 
bers. 


Life memberships were awarded to the three found- 
ing members considered as being primarily responsible 
for the founding of the Association, i.e., Drs. O. T. 
Zimmerman. and Irvin Lavine and Norman Bach, at 
the banquet the preceding night. 

Treasurer Cecil Chilton gave some significant figures 
of the Association’s financial position, of which the 
highlight is the $8,000 budget for 1959, which is 
slightly in excess of income and normally depends on 
the annual meeting to make up the deficit. The report 
was accepted. 
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Treasurer’s Report 


Summary—Jan. 1 to Dec. 31, 1958 


Balance on hand Jan. 1, 1958 .........0..cccccccce $3,373.22 
ENSUE SDAP eee tema ee 6,946.78 
Membership dues .................. $5,436.00 
Surplus from annual meeting 1,311.21 
Misc. income, incl. 
jewelry sales ............. 199.57 
NR ee OE ERI $10,320.00 
Total disbursements (see breakdown) ........ 5,344.66 
Balance on hand Dec. 31, 1958 000.000.0000... $4,975.34 
Durham Trust, checking 
IIE iteinsicinrinetbnets-siiiaienen $2,975.34 
Lytton Savings and Loan 
MR eo ee ee, 2,000.00 
Summary of Disbursements 
Executive Secretary salary and travel ........ $1,643.44 
Secretarial assistance .................c.cccccsscsssssees 1,351.50 
NE hess eiid acctiaSiniendkciestadsesancetcdekns 371.68 
Newsletter and Bulletin printing .................. 747.66 
BR III cfd hrc wisdlieasavsencndenssctasenites 254.77 
Supply of pins and clasps ...........:...cccccceeeeees 225.00 
Printing of stationery and forms .................. 153.49 
=” RRS TTERE SS Eos 266.65 
PA NE IIE osccin Sacensihconcecneseassnnantninsce 330.47 
(ETI He ee ee Oe a CEE $5,344.66 


J. C. Agarwal, Chairman of the Admissions Commit- 
tee, reported that the latter had processed 192 applica- 
tions since the last convention, and approved 126. 


Miss Elsie Eaves, Chairman of the Coordinating Com- 
mittee reported that contact had been made with 58 
associations through a recent letter which enlisted co- 
operation and joint efforts wherever our interests were 
mutual. If any committees want to develop specific 
contacts with other associations, the way was now clear 
to do so directly, but it was suggested that the Coor- 
dinating Committee be kept informed. 

Joseph S. Bleakie, Chairman of the Membership Com- 
mittee, gave an anvlysis of the background and field 
of interest of the 475 members whose complete files 
are available. New membership was being promoted 
with specific encouragement directed to the managerial 
side. 

James F. Adams, Chairman of the Publications Com- 
mittee, reported that he had been appointed following 
Robert Fithian’s resignation. Of 10 articles cleared for 
publication in the Bulletin, by the Committee, 6 have 
been published therein. 

Dr. Zimmerman reported on the activities of the 
Publicity Committee and mentioned that Tom Arnold, 
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Chairman, was recently transferred to Houston, and 
hence was not present at the convention. 

B. V. Nemeth, Chairman of the Regional Sections 
Committee, gave a general report of the activities of the 
sections, and mentioned that new sections were being 
organized in Montreal, Toronto, Detroit, Charleston, 
Va., New Orleans and Los Angeles. Mr. Nemeth 
then called for brief reports by each regional section 
which were given as follows: (Reports filed with 
Secretary). 


D. T. Brink — Chicago-Midwest Region 

H. A. Chapman — Delaware Valley Region 

J. E. Haselbarth — Gulf Coast Region 

W. J. Dodge — Metropolitan New York Region 
W. J. Hegerty — Northeast Ohio Region 

J. H. Black — Pittsburgh Region 

W. G. Clark — San Francisco Region 

H. J. Delamater — New England Region 


The meeting was suspended at 10:45 for a coffee 
break, and then recalled at 11:00. Arrangements for a 
group picture were announced following the meeting. 

William G. Clark, Chairman of the Bibliography 
Committee, stated that approximately 100 replies had 
been received to the Committee questionnaire, and a 
policy would be developed as a result of these answers 
by the Board of Directors. 

James H. Black reported on behalf of the Convention’s 
Arrangements Committee and the Program Chairman. 
Messrs. Black and J. J. Caufield and their staffs were 
commended for their fine work and the successful or- 
ganization of the convention. 

No unfinished business was brought up at the meet- 
ing. 

New business involved the balloting for the location 
of the 1961 meeting, based on invitations issued at the 
formal banquet the previous evening by Presidents of 
the New York, Boston and New Orleans Sections. It 
was subsequently announced that Boston was the choice 
of the Convention for the 1961 meeting. 

Spirited discussion regarding the advisability of com- 
bining National and local dues followed. This subject 
will be further explored by the Board of Directors. The 
meeting was adjourned at 11:45 by President Miller. 

It appears pertinent to mention that prior to the 
meeting, the Nominating Committee brought forth the 
following slate of nominees to be voted on in the 
pending election for next year’s officers and directors: 
President Treasurer 

Dr. Bernard J. Gaffney Cecil H. Chilton 

Charles R. Hirt Sidney Katell 

Dr. O. T. Zimmerman 
Vice-President 

Jay M. Gorey Egon F. Brummerstedt 

Thomas J. Junker Thomas C. Ponder 

Board Member 
Joseph S. Bleakie James J. Caufield 
Daniel T. Brink Howard O. Mitchel 
Respectfully submitted, 
E. F. BRUMMERSTEDT, 
Secretary. 


Secretary 
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Case for Scientific Research 
(Continued from page 67) 


Until we can teach how to achieve this feat, we have 
not begun education for cost engineering. 

With its adoption, my proposal would affect the be- 
ginning of this education. It could provide us with 
full access to all of the educator’s resources—time, 
graduate students, library facilities and laboratory 
space. With its adoption, progress in the economical 
phenomena will begin. Without its adoption, progress 
will continue at its present imperceptible pace. Those 
of us currently engaged in research in cost engineering 
are operating without the benefit of some of our greatest 
needs—graduate students, funds and outside interest. 
Hence, we are doing it by ourselves, and we can only 
do so much by ourselves. 

This proposal is critical to the future of cost engi- 
neering. If administered correctly, it can (1) provide 
for the type of progress which will be most beneficial 
and profitable to members of the profession, (2) pro- 
vide the educator with the means by which he can 
assume leadership in the economical phenomena and 
(3) provide the profession with a method for generating 
this progress. No other proposal can provide so much. 
REFERENCES 

1. “Definition of Engineering,” Journal of Engineering Edu- 
cation, Mar. 1959, p. 624. 

2. “Memoirs and Addresses of Two Decades by Dr. J. A. L. 
Waddell,” F. W. Skinner, ed., Mack Printing Co., 1928. pp. 546-7. 


3. “Aims and Objectives — American Association of Cost En- 
gineers,” C. A. Miller, AACE Bulletin, Mar. 1959, p. 25. 





Organization of an Estimating Department 
(Continued from page 73) 


estimator. Half of the group provide a detailed review 
both of arithmetic and estimating, by another estimator. 

As to personnel, there was unanimous agreement that 
cost engineers do not get enough money! This was fol- 
lowed by almost universal agreement that the cost 
engineers available for hire are not as well-trained or 
competent as needed. It was generally agreed upon that 
to date it has been necessary for a company to “grow 
its own” qualified estimators. The idea was broached 
that greater universality of methods and procedures 
might broaden the number of possible jobs available 
to an individual estimator and increase his chances 
of economic advancement. 

Five out of the group utilize college students and 
high-school instructors as part-time help during the 
summer in tabulating, analyzing and organizing data. 
This is a source of intelligent assistance which other 
companies may be interested in adopting. 

James F. Adams of Monsanto, who very graciously 
recorded the notes on which this memorandum is based, 
summarized the feeling of the workshop when he wrote: 

“We, as a group, are not satisfied with the 
tools of our trade, our corporate organization 
or our training. We are in hopes that through 
the American Association of Cost Engineers 
these can be improved and the present art con- 
verted into a useful science.” 
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News from the Regions 
ORGANIZATION OF NEW SECTIONS 


in order to provide an opportunity for group activities 
at the local level, the AMERICAN ASSOCIATION OF 
COST ENGINEERS encourages the formation and es- 
tablishment of regional sections. 


The advantages of closer personal relationships, op- 
portunities for discussion of mutual problems and the 
frequent dissemination of data vital to the profession 
are a few of the reasons for joining or forming a section. 


If you reside in an area not covered by an existing 
section and would like to benefit from and assist in its 
organization, contact: B. V. Nemeth, Chairman, Re- 
gional Sections Committee, AACE, 840 Madison Ave- 
nue, Painesville, Ohio. 


Members residing in the following areas can write 
to the people listed below. These men are “spark plug- 
ging” sections in their regions. 


BATON ROUGE, LOUISIANA 
Carlo H. Polito, Ethyl Corporation, P. O. Box 341, 
Baton Rouge, Louisiana. 

DETROIT, MICHIGAN 
Gilbert A. Smith, The Bristol Company, 10329 
West McNichols Road, Detroit, Michigan. 

ESSEX, ENGLAND 
John H. Herbert, 22 Fairway, Leigh-On-Sea, 
Essex, England. 

KANSAS CITY, MISSOURI 
Lloyd E. Weast, Jr., 5620 East 48th Street, North, 
Kansas City 16, Missouri. 

MIAMI, FLORIDA 
John A. Condon, 691 Northwest 45th Street, 
Miami 37, Florida. 

ONTARIO, CANADA 
Frank Grosvenor, The Hydro-Electric Power Com- 
mission of Ontario, 620 University Avenue, 
Toronto 2, Ontario, Canada. 

QUEBEC, CANADA 
James Bachman, 175 Hemlock Drive, Beaconsfield, 
Quebec, Canada. 

SEATTLE, WASHINGTON 
Edward Fila, 1201 Warner Street, Sedro-Woolley, 
Washington. 

SOUTH CHARLESTON, WEST VIRGINIA 
W. F. Gott. Union Carbide Chemicals Company, 
P. O. Box 836, South Charleston, West Virginia. 

ST. PAUL, MINNESOTA 


Dr. Bernard J. Gaffney, Wood Conversion Com- 
pany, First National Bank Building, St. Paul 1, 


Minnesota. 
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Members in the Cincinnati, Niagara Falls, Oak Ridge, 
Savannah and St. Louis areas are working on the or- 
ganization of sections in their regions. If you would 


like to help develop a section in these areas contact Mr. 
B. V. Nemeth. 


CHICAGO-MIDWEST SECTION 

The initial meeting of the Chicago-Midwest Section 
for the 1959-60 season will be held on October 1 ai 
the office of Meissner Engineers, Inc., in Chicago. It 
is planned that this first meeting be of a business 
nature in order to allow everyone to become familiar 
with the new officers and committee chairmen. The 
agenda calls for the transaction of such business items 
as the formalization of the Fall and Winter Prograni 
after suggestions from the floor and the establishment 
of a meeting time, place, and date. 


DELAWARE VALLEY SECTION 


The first annual meeting was held on Monday eve- 
ning, May 25, at the Philadelphia Engineers Club. 
Twenty members and guests heard the guest speaker, 
Mr. George Schott of Merck, Sharpe & Dohme, present 
a talk on “Public Relations and Cost Estimation.” 

Following Mr. Schott’s address the business meeting 
was held, and a discussion of the following topics took 
place: 

1. Procedures for checking references at the Sec- 
tion Level. 

2. National and Regional Dues Collection. 

3. Philedelphia as a convention city. 

A delegate to the National Convention was appointed. 

An election of officers for the year 1959-1960 was 
held. The following men were elected to serve: 


President: Marion Rodgers 
Vice President: John J. Farrell 
Secretary: Tony Gaeto 
Treasurer: Herman Marnet 


Board of Directors: Fred Franks (2 years) 
W. J. O’Conner (1 year) 
H. A. Chapman (1 year) 


GULF COAST SECTION 


The September meeting was devoted to a discussion 
of “Capital Cost Analysis” presented in the form of a 
technical workshop with Norman G. Bach as Moderator. 

Mr. Arthur H. Weber of Tellepsen Petrochem Con- 
struction Company, has been appointed Technical Com- 
mittee Chairman for the Section. 


METROPOLITAN NEW YORK SECTION 


At their recent annual meeting the National Board 
of Directors approved the request of the former Mid- 
Atlantic Section to have its name changed to the 
“Metropolitan New York Regional Section.” 


NEW ENGLAND SECTION 


The regular meeting was held Tuesday, September 
22, at the Massachusetts Institute of Technology. Mr. 
Herbert L. Nichols, Jr., of Greenwich, Connecticut, 
author of the book, Moving the Earth, was the guest 
speaker. Mr. Nichols is a new member of the Section. 
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The Section is engaged in a study on Cost Control, 
with emphasis on Control before the Cost occurs. Plans 
are being made now for a symposium on Cost Control 
to be held at M.I.T., at which time it is hoped that a 
complete workable system of cost control with organi- 
zation charts, supervisory methods, and cost-record- 
ing forms will be presented. 


SAN FRANCISCO SECTION 

A dinner meeting was held on July 29 with 38 in 
attendance. William Clark, retiring President of the 
Section, gave a stimulating talk on “Project Cost Con- 
trol,” a paper he had previously delivered at the Pitts- 
burgh convention. 

It was reported that on July 1, 1958 there were 18 
members in the Section; as of June 30, 1959, the mem- 
bership increased to 40 members. 

Newly elected officers for the year July 1, 1959 to 
June 30, 1960 were announced as follows: 


President: 

Vice President: 
Secretary-Treasurer: 
Board of Directors: 


Paul A. Hesselgrave 
Louis John Coffey 
Gus A. Anderson 


John I. Malpass 
George K. Spradling 
Lloyd V. Lindquist 
William G. Clark 





Communications in Cost Engineering 


(Continued from page 68) 


Not every engineering school is fortunate enough to 
have on its faculty men with years of experience in 
cost engineering. This is not the handicap it once was. 
Engineering literature today—both textbooks and 
periodicals—offers a great wealth of information. A 
good professor—even one without much industry ex- 
perience—can communicate this information to his stu- 
dents. 


We still have problems in language and terminology. 
One example of this has been brought to my attention 
by an AACE member who works for a leading chem- 
ical company. In this company, organized along divi- 
sional lines, there are engineering departments at two 
different plants within the same division. The two 
groups have different definitions of such terms as “en- 
gineering cost” and “indirect cost.” m*king it difficult 
for the engineers to understand each other, not to men- 
tion the greater obstacles to effective communication be- 
tween engineering and division management. 


People have different opinions as to the value of shop 
terms or jargon vs. common words. You may criticize 
the physician who calls a “bruise” a “contusion,” but at 
least you can look up his term in any dictionary and 
find its meaning. And many such precise scientific and 
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engineering terms eventually find their way into the 
common language of nonscientific people—words like 
satellite, supersonic, nuclear and antibiotic. 


Where we cost engineers begin to tread on thin ice 
is in our use of common English words to convey a 
specific idea not normally meant by the words we use. 
What, for example, do we mean by a “horseback” es- 
timate? What are “battery limits?” We may set up 
committees in the AACE and define such terms ad 
infinitum, but maybe a better approach is to write a 
definition first, then make up a term that best fits the 
definition. 


One of our committees, for example, has defined 
“battery limits” as follows: “Comprises one or more 
geographical boundaries, imaginary or real, enclosing 
a plant or unit so as to include only those facilities 
directly involved in the processing of feed material to 
product.” Yet, if you start with the definition and look 
for a suitable term, you would certainly never come up 
with anything such as “battery limits.” I would prefer 
a term such as “direct process facilities.”” This fits the 
definition fairly well and is more readily comprehended 
by persons outside the cost engineering field. And while 
I’m sure the purists will shudder, the coined word 
“‘ouesstimate” is so descriptive it doesn’t need a com- 
mittee to define it. 


As a final thought, I’m reminded of a survey made 
by Cornell University a few years ago in which its en- 
gineering alumni were asked to pinpoint the areas 
where they failed to receive adequate undergraduate 
training. The two areas that got top mention were 
public speaking and economics. I feel that our attention 
here today to communications in cost engineering is 
evidence that all of us—even Carnegie Tech gradu- 
ates—agree with the Cornell engineers. 





How Industry Views Educational Requirements 
(Continued from page 69) 


3. Accounting courses: general finance and account- 
ing; insurance and corporate taxation. 


4. General courses: public speaking, basic letter 
writing; report and analysis writing. 


Each of us in AACE has the responsibility of guiding 
and influencing the management prepcratory courses 
which can be offered by more of our colleges and uni- 
versities. It is to your interest to do this as you move 
upward to more management responsibilities where 
you will have to rely on your engineering staff to pro- 
duce information and recommendations that lead to 
profitable decisions. More of our educators must recog- 
nize the present status of industry’s requirements. 
Then we will be able to progress—the company and 
the engineers who are the ¢ ‘any. 
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Whats Happening . . . 


Ralph E. Arnold, formerly Chief Estimator for the 
Fort Pitt Bridge Works of Pittsburgh, Pennsylvania, has 
been promoted to General Manager of the newly 
formed Jobbing Division of the same company. 


T. H. Arnold, Jr. has been promoted to Southwestern 
Editor of Chemical Week and Chemical Engineering, 
at the McGraw-Hill Publishing Company office in 
Houston, Texas. He was formerly Assistant Editor. 
Chemical Engineering, at McGraw-Hill’s New York 
City office. 


Joseph S. Busch is presently Section Head of the Core 
Design Section of Atomic Power Development Asso- 
ciates, Inc., of Detroit, Michigan. He was previously an 
engineer in the Atomic Power Division at Bettis Field 
in Pittsburgh, Pennsylvania. 


Douglas R. Carnegie, formerly affiliated with Foster 
Wheeler Corporation, New York City, is presently asso- 
ciated with The M. W. Kellogg Company of the same 
city. 

Cecil H. Chilton, Treasurer of the AACE, was named 
Editor of Chemical Engineering. He was promoted from 
the post of Senior Associate Editor. 


Joseph T. Connell has been promoted to Assistant to 
the Engineering Manager for Dravo Corporation, Pitts- 
burgh, Pennsylvania. 


Marion D. Cunningham is now Operating Foreman 
in the Operating Department of the Tidewater Oil Com- 
pany of Associated, California. He was formerly En- 
gineering Coordinator of Planning in the Scheduling 
and Estimating Department of the same company. 


Fred W. Fischer is presently associated with the 
Quebec Cartier Mining Company, Montreal, Quebec, 
Canada. He was previously affiliated with Aluminum 
Laboratories, Limited, also of Montreal. 


John D. Fricke, formerly with the Gulf Oil Corpora- 
tion in Pittsburgh, Pennsylvania, has been transferred 
to the position of Manager of Services for Gulf Oil in 
Cleves, Ohio. 


John W. Hackney, Past President and currently 
member of the AACE Board of Directors, has been 
appointed Vice President for Process Plant Projects of 
BEACO Limited, Montreal, Quebec, Canada. He was 
formerly Manager of Construction and Cost Engineer- 
ing for the Diamond Alkali Company. 


Richard C. Hermann has been transferred to the post 
of Resident Engineer with the Northern Aluminum 
Company in Auckland, New Zealand from the Alumi- 
num Company of Canada office in Montreal, Quebec, 
Canada. 


John K. Jacobs, who was formerly affiliated with 
United Engineers and Constructors, Inc., of Philadel- 
phia, Pennsylvania, is presently associated with Stone 
and Webster Engineering Corporation in Boston, Massa- 
chusetts. 
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Charles W. Rehm, formerly with the Union Carbide 
Corporation in Tonawanda, New York, has been trans- 
ferred to the Sistersville, West Virginia office of the 
same corporation. 


Floyd W. Kemner is now Senior Estimator with The 
Ralph M. Parsons Company of Los Angeles, California. 
He was formerly associated with C. F. Braun and Com- 
pany, Alhambra, California. 


Edward D. Shanken, AACE Executive Secretary, has 
been elected President of the Durham Men’s Club. The 
Shankens are also the parents of a boy, their second 
son, born July 22. 


William T. Straehle is now plant Engineer for W. R. 
Grace and Company, Lake Charles, Louisiana. He was 
previously at Davison Chemical Company in Cincin- 
nati, Ohio. 





George T. Driskill, Chief Estimator with The 
Dow Chemical Company of Freeport, Texas, 
died in August. He was one of the Charter 
Members of the AACE. 











Tachnical Papers 


Available free, AS LONG AS THEY LAST, to AACE 
members, (.50 to nonmembers), by request: 
1— “Accurate Ways to Estimate Pipe Costs” by W. G. 
Clark 


2— “Computer Speeds Economic Evaluations” by J. F. 
Adams, W. L. Massey Jr. and M. Dmytryszyn 


3 — “Construction Cost Trends 1913-1957 as measured by 
the ENGINEERING NEWS-RECORD Cost indexes” 


5 — “Ratio Cost Engineering” by H. C. Bauman 

6 — “The Cost of Preparing an Estimate” by K. G. Wolfe 

%—“Which Depreciation Method is Best” by B. J. 
Gaffney 

18 — “Estimate Cost of Compression Plants” by I. Brom- 
berg 

19 — “Heat Exchanger Cost Data” by H. J. DeLamater 
($1.00 to nonmembers) 

20 — “Estimate Cost of Fractionation Systems” by I. 
Bromberg 


21 — “Educational Requirements from the Standpoint of 
Industry for Future Engineering Graduates” by D. I. 
Meikle 


22 — “Project Evaluation by the Time Value of its Use 
of Money” by E. H. Flewellen, Jr. 


23 — “The Case for Scientific Research in Cost Engineer- 
ing” by L. R. Shaffer 


24— “A Course in Chemical Engineering Economics” by 
J. Happel 


25 — “Cost Control in Construction” by W. McGlaun 
26 — “Project Cost Control” by W. G. Clark 


27 — “Economic Evaluation of Research Projects” by R. 
C. Brown 


28 — “Statistical Methods in Cost Engineering” by A. F. 
Dershowitz 


29 — “Cost Procedures and Control” by D. G. Adkins and 
F. S. Radwanski 
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Regional Section Directory 


If you reside near one of the regional sections contact the secretary so that you can 
benefit from the worthwhile activities of your region. If a business trip coincides with a 
meeting of a section outside your region you are welcome to participate in any and all activities. 


CHICAGO — MIDWEST 
Chairman — Donald I. Meikle, Meissner Engineers, Inc., 
300 West Washington Street, Chicago 6, Illinois. 
Secretary — E. John Mark, The Pure Oil Co., 35 East Wacker 
Drive, Chicago 1, Illinois. 
DELAWARE VALLEY 
President — Marion W. Rodgers, E. I. duPont de Nemours & 
Co., Wilmington 98, Delaware. 
Secretary — Anthony J. Gaeto, Pottstown Metal Products Div. 
of Cochrane Corp., P. O. Box 269, Pottstown, Pennsylvania. 


GULF COAST 


Chairman — John E. Haselbarth, Pritchard & Abbott Engi- 
neers, 2530 West Holcombe Boulevard, Houston 25, Texas. 
Secretary — Thomas C. Ponder, Petroleum Refiner, P.O. Box 


2608, Houston 1, Texas. 


METROPOLITAN NEW YORK 
Chairman — Wesley J. Dodge, Socony Mobil Oil Co., 150 East 
42nd Street, New York 17, New York. 
Secretary — Thomas J. Kent, Jr.. The M. W. Kellogg Co., 
711 Third Avenue, New York 17, New York. 


NEW ENGLAND 
President — Harold J. DeLamater, Anderson-Nichols and Co., 
150 Causeway Street, Boston 14, Massachusetts. 
Secretary — Bernard Fefferman, Badger Manufacturing Co., 
230 Bent Street, Cambridge, Massachusetts. 
NORTHEAST OHIO 
President — Robert E. Jones, The Standard Oil Co. of Ohio, 
Midland Bldg., Cleveland 15, Ohio. 
Secretary — H. Dean Forrest, General Tire & Rubber Co., 
Middle Road, Ashtabula, Ohio. 
PITTSBURGH 
President — James H. Black, United States Steel Corp., Ap- 
plied Research Laboratory, Monroeville, Pennsylvania. 
Secretary — John F. Lovett, Pittsburgh Coke and Chemical 
Co., Neville Island, Pittsburgh 25, Pennsylvania. 


SAN FRANCISCO 


President — Paul A. Hesselgrave, General Electric Co., 2151 
South First Street, San Jose, California. ' 
Secretary — Gus A. Anderson, Kaiser Engineers, 1924 Broad- 


way, Oakland 12, California. 








Here’s An Estimating Manual 
That Can't Go Out-Of-Date 


ESTIMATOR'S PIPING 
MAN HOUR MANUAL 


By James S. Page and Jim G. Nation 


PRICE $7.50 


Before you think in terms of labor dollars for an 
estimate, there are many things to be considered. The 
most important being what is called productivity effi- 
ciency coupled with production elements. 

The scores of man hour tables in this manual were 
compiled after detailed analysis of many hundreds of 
time and method studies . . . covering all phases of 
pipe fabrication and installation. 

The manual points out how to arrive at a composite 
rate using productivity efficiency and production eie- 
ments. With the composite rate, man hour estimating 
can be applied with equal validity to any piping job, 
in any location . . . and these tables will not go out-of- 
date. 


Order From: Department A 
GULF PUBLISHING COMPANY 
P.O. Box 2608, Houston 1, Texas 





Personnel Service 


With the objective of increasing the services to our 


members, the Bulletin has established a Personnel Sec- 
tion. 


Members will be permitted two free insertions in 
the “Men Available” section per year. 

Insertions in the “Positions Available” section will 
be charged at the following rates: 

Less than th of a page—$10.00 minimum; th of 
a page—$15.00; 14 of a page—$25.00; 14 of a page— 
$50.00; 1 full page—$100.00. 

An additional charge of $5.00 will be made for 
handling and forwarding mail addressed to a box. 


MEN AVAILABLE 


Cost Engineer. B.A. in Economics, with additional graduate 
courses. Ten years experience in cost control, cost forecast, 
planning and scheduling, property assets and quantity control. 
Available October 1. J. P. Majkut, 178 Summerfield Drive, 
Homestead Park, Pennsylvania. 

Cost Engineer. B.S. in Civil Engineering. Eight years experi- 
ence. Supervised preparation of capital cost estimates, order of 
magnitude estimates, construction grade estimates, also manpower 
scheduling and analysis, expenditure predictions, unit cost infor- 
mation, cost control and progress scheduling. Available as a con- 
sultant or on a permanent basis. Prefer South East. F. S. 
Radwanski, 104 Beech Street, Pensacola, Florida. 
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ESTIMATORS 

Sun Oil Company desires estimators to prepare detailed 
estimates for the construction of new refinery or petro-chem- 
ical facilities and specialized projects. Men with four years 
of college engineering and five years experience in construc- 
tion cost estimating in the petroleum or chemical industries 
are preferred. These are permanent positions with liberal 
benefits. Please write Personnel Department, 1600 Walnut 
Street, Philadelphia 3, Pennsylvania, sending resumes and 
full particulars. 
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It’s not too early! 


Plan now to attend the 


FOURTH ANNUAL MEETING 
of the 


AMERICAN ASSOCIATION 
OF COST ENGINEERS 


being held 


JUNE 13-15, 1960 


in 


Houston, Texas 














